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26 January 1968
OGC Has Reviewed

MEMORANDUM FOR THE RECORD

SUBJECT: 8. 2778 - Federal Security Act

1. 8. 2778, the ''Fadersl Securlty Act,' was introduced by Senator
Everett Dirkegen {(R., I11.) on 13 December and, at his unanimous consent
request, referred to the Government Operations Committee. The bill oro-
vides & statutory program for determiring the loyalty of Federal civilian
employees and the trustworthiness of contractor representatives, hearing
and reviewing adverse findings, and coordinating loyalty and security
programs within the Government. The introduction of 8. 2778 and similar
bille has apparently been prompted by !Inited States vs. Robel concerning
the employment of an admitted Communist in a defenae plant. The genesis
of the bill, however, dates back to the report of the Commission on
Government Security (1957),

Z. Defipitions, The bill is of general applicability and applies to
the Agency as well as other members of the intelligence community
{Sec. 2{5) }. While Central Intelligence Agency and National Security
Agency ecivilian officers and employees are specifically excested from
the term “civilian employee’ (Sec. 2(7) ), this excestion does not apply to
aoplicants {Sec. 2(8) ) or contractor representatives {Sec. 2(17) }. WMilitary
members of the Armed Forces are not covered by the bill, The security
classification "confidential” iz excluded from the definition of classified
information {secret, top mecret, atomic secret, atomic top secret) and is
consistent with the Comrission on Government Security recommendation
{n 1957 to discense with the "confidential' classification (Sec. 2{15) ). A
“national agency check" requires reference to appropriate files of intelli-
gence agencies and commitiees or subcommittees in the Congress {Sec. 2{i8) ).
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3. Central Security Cffice. The core of the progran: is the "Central
Security Office staffed with a Director, Assistant Director for Hearings,
an Assistant Director for Administration, and a Central Review Board --
ail to be appolated by the President with the advice and consent of the Senate
and reni.ovable only for insfficiency, neglect, or malfeasance. Uther person-
nel include Hearing Exan:iners. The Office is at the center of a Government-
wide securlty coordination program:., the Hearing and Review procedures
relating to loyalty and security questione and hearings hald in connection with
the designation of subversive organizations by the Attorney General.

4. Coordination. This progran: includes perisdic conferences of
security officers of sxecutive agencles (Sec. 20(b)} as well as surveys and
inspections of the regulations, practices and procedures used by executive
agencies in their security progran:s, imcluding: forms, screening practices
and procedures, training programs, manuais on methods to safeguard
information, and both classification and declassification programs (Sec. 21}.

A, While the authority to exmnine documents or files is
lim:ited, the purpose of the inspection is to assare that sscurity
practices and procedures are in accord with statute, executive
ordar, and rules and regulations promulgated under Sec. 24(b}
by the Dirsctor of the Office on uniformity in application and
administration of all loyalty and security programs (Sec. 21{b}).
The Dirsector of the Cffice is also required to recoxmend to
executive agencies such changes as he deternines necessary
or advisable in the interest of uniformity, simplicity, effective-
ness, and economy (Sec. 22(c) ) and to make deteym: inations
concerning “overclassification’' and “declassification. -

B. The Director of the Office also performs as a central
clearing house for couw plaints by Government contractors on
security requiren.ents imposed by sxecutive agencies, These
are to be remedied through the process of consuitation and
recommendation {(Sec. 22).

C. A further requirement is iniposed to compile statistics
on the results of each loyalty and security program administered
or supervised by execuiive agencies. Because of the definition
given to the term: civilian eniployee, neither CIA or NSA would
be required to report the nurber removed from: Federal service
on loyalty grounds or the aumber who resigned after being
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advised of derogatory information on loyalty. Howsver, CiA
and NSA are subject to & nuxnbes of other statistical require-
ments pertaining to loyalty of applicants, disposition of advisory
recommendations, and reperting of derogatory subversive
information to the FB] (5ec. 23).

D. Finally, the Director of the Office must, in annual
reports to both the President and the Congress, deacribe each
loyalty and security program in effect including a detailed
statistical analysis of the results of the operation of each
program and such recommendations as he may have for its
tnprovement. If requested by the President, the Congress,
or any duly authorized committee or subcomumittes, the
Director of the Office is required 1o make a special report
concerning the operation of any loyalty and security program.
Each executive agency is requirad to compile and transmit
information which the Director cetermines is necsssary to
fulfill these reporting requirements (Sec. 25).

$. Hear and Revisw. The second role of the Central Security
Office is to participate in connection with adverse findings on loyalty
{Federal employees) or sscurity (contractor representatives) cases as a
bearing and review mechanisnn . In this capacity the Central Office acts
in an advisory capacity to the agency head whoss determination is final
and conclusive (Sec. 93{a) ).

A. Inthe case of Federa] civilian employees or applicants,
the bill treats solely with the question of loyalty. Suitabllity is
to continue to be governed by Section 6 of the Lloyd-La Follette
Act {1912) from: which ClA is exempted or other applicable
provisions of law (Sec. 4i(e) ) and not thia bill. However, the
bill makes a positive requiremaent for an investigation to deter-
mine both loyalty te the U.5, Governmeni and suitability fer
service in a particular position prior to appointm:ent or employ-
ment {(Sec, 40(a) ). Cutside of the competitive service the
investigation is perfcrmed by the executive agency concerned,
but if there is no investigative organization, by the Clvil Service
Commission. All derogatory subveraive Information must be
roferred to the PBI for a full field investigation which is defined
in the bill (Sec. Z{19) ).
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B. Ewaluation. The naut step in the loyalty proceass is an
evaluation, by a “screening officer” in the agency concerned,
against the standard that “there is ressonable doubt as to the
loyalty of the individual to the U.8. Govermvent {(S8ec. 70(a) ).
Tihis, then, can lead to the following:

{1) opportunity for interview with the screeaing officer
{Sec. 41{b) );

{2) loster of charges to individual as specific and detailed
as sational security pern:.its reviewed by a legal officer in
the agency before issuvance (Sec, 4lic) );

(3) hearing before hearing examiner Central Security
Officer (Sec. 42(a) ),

{a) right of coumsel (bec. B3),

{b) right of confrontation {Sec. B4) unless head of
investigative agency determines it will prejudice
aational secarity to produce "regularly established
confidential irfornation engaged in obtaining intelli-
gence and internal security inforn.ation for the Gov-
asrmnent (Sec. B84(b} ),

{¢) SBubpoens (Sec. 85);

{4) detarn:ination by agency head based on record of
hearing and written notice of outcome to the individaal
{Bec. 42{a) );

{8} request from: individual to agency head for review
{Sec. 42{4) );

{6) hearing before Contral Review Board of Centiral
Security Office (8ec. $0);

{7} recomanendation by Coentral Review Board and
final detern inaticn by agency head (Sec. 93).

6. Industrial Persopael Security Program:. Eimilar procedure is
followed in the case of contractor personnel except the standard is whether
the possession of any security clearance will endanger the comn.on defense
and security (S5ec. 7i(a) ). The industrial security program ia this bill is
sizilar to that proposed in M. B, 14645 and is not commented upon here,
but s corancented upon in attachment B.
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7. Genclusion. Although CIA and NSA civillan employees are OGC
exempted from the term clvilian eniployee as used in the bill, many aspectsogy1
of the bill have a significant in.pact on the Agency's security progran.. The

Director of Security's arsa of concern with the bill is set forth in attach~

| That this was

aot conten:plated Is supported in the report of the Conunission on GQovern~
ment Security {(June 1957) which stated in commentary on the exception of
the CIA and the NSA from: the propesed loyalty prograr::

" (Frotection accorded the Govermment) . . . should not be
disturbed except in those instances where the national sscurity
intoresis are so great and the conseguences of srror could be
so devastating, that extraordinary authority and powers must
be given to the agencies involved. ’

"¥From its review of the mandatas, reaponsibilities, and
opsrations of the executive departments and agencies, the
Commission has concluded that the exceptional authority to
depart from the procedures of tha loyalty program: should
extend only to the Central Intelligence Agency and the
National Security Agency. . . . " {(Page 51).
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